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The documents incorporating the results of the review 
of the General Agreement on Tariffs and Trade (GATT) 
(see this News Survey, Vol. VII, p. 133) were signed on 
behalf of the United States in Geneva on March 21 by 
the Assistant Secretary of State, Mr. S. C. Waugh. 

The most important of the documents is an agreement 
establishing an Organization for Trade Cooperation to 
administer the GATT. Mr. Waugh’s signature of the 
organizational agreement is conditional on Congressional 
approval of U.S. membership in the Organization. Sev- 
eral protocols have also been signed which amend the 
trade rules contained in the General Agreement itself. 

The Agreement on the Organization for Trade Co- 
operation is intended primarily to provide permanent 
arrangements for the administration of the GATT. Under 
the new arrangements, functions formerly exercised 
jointly by the countries party to the Agreement, in their 
informal periodic meetings, would be transferred to the 
Organization for Trade Cooperation. In addition, the 
Organization would be empowered to sponsor interna- 
tional trade negotiations and to serve as an intergov- 
ernmental forum for the discussion and solution of other 
questions relating to international trade. The Organiza- 
tion’s structure would include an Assembly, consisting of 
all the countries party to the GATT. There would also be 
an Executive Committee to which the Assembly would 
delegate powers to handle problems arising between ses- 
sions of the Assembly. Under the criteria for election to 
the Executive Committee, which will consist of 17 mem- 
bers, the United States is assured of a permanent seat 
on the Committee. 

The agreement to establish the OTC constitutes recog- 
nition by countries representing more than 80 per cent 
of the world’s trade that expansion of international trade 
requires cooperative international action to remove trade 
barriers. The creation of a permanent body to administer 
the GATT would also make possible better enforcement 
of the trade rules protecting the more than 50,000 tariff 
concessions that have been negotiated and incorporated 
in the Agreement. The OTC would also facilitate settle- 
ment of trade disputes which could give rise to interna- 
tional tensions in the free world. 

The Geneva Conference reaffirmed the basic objectives 
and obligations included in the GATT, including the 
principle of nondiscrimination in international trade. 
The general prohibition against the use of quantitative 
restrictions on imports was also confirmed. 
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One of the major achievements of the conference was 
agreement to extend the assured life of the tariff conces- 
sions beyond June 30, 1955, the present expiration date. 
The assured life of the concessions would be extended to 
December 31, 1957. Provisions were also written into 
the Agreement for the future automatic continuance of 
the concessions for three-year periods after December 31, 
1957. Arrangements were made to allow in special 
circumstances the renegotiation of concessions during 
this period. 

Although the existing rules dealing with the restrictions 
which a country may impose in order to protect its mone- 
tary reserves have proved to be generally satisfactory 
during the past seven years, it was felt that they could 
be simplified and further strengthened in the light of 
the improvements that had taken place in the interna- 
tional payments position of many of the GATT countries. 
The changes made in Geneva were primarily in the direc- 
tion of simplifying such rules and in improving proce- 
dures for their enforcement. It is now envisaged that 
shortly after the entry into force of the proposed GATT 
amendments a general review will be undertaken of all 
the import restrictions maintained by GATT countries 
to protect their international payments positions. After 
this review the restrictions maintained by the economical- 
ly developed countries would be scrutinized each year 
by the Organization. Those maintained by the eco- 
nomically underdeveloped countries would be reviewed 
biennially. During these reviews the countries maintain- 
ing restrictions would be required to justify their reten- 
tion: It is expected that the provisions for regular exam- 
ination will encourage the removal of restrictions as the 
international payments situation improves. 

In connection with the review of the balance of pay- 
ments provisions of the GATT, it was recognized that 
some countries might have severe difficulties in certain of 
their industries or branches of agriculture if what they 
referred to as their “hard core” import controls were 
eliminated too abruptly. These are controls which, while 
originally imposed for balance of payments reasons, pro- 
vide incidental protection to certain industries. Their 
sudden removal could create severe economic and social 
problems for particular countries. Accordingly, it was 
decided at Geneva that requests from these countries for 
a temporary waiver from the obligation to eliminate 
quantitative restrictions when the balance of payments 
justification for them no longer existed would receive 
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sympathetic consideration on a case-by-case basis. The 
waiver would be subject to conditions and limitations 
determined by the Contracting Parties, and the country 
receiving it would be required to eliminate its “hard 
core” restrictions over a comparatively short period of 
time, not to exceed five years. The country receiving the 
waiver would also be required to report annually on the 
progress made toward such elimination. 

By separate decision a waiver was granted which makes 
it possible for the United States to apply import restric- 
tions required under Section 22 of the Agricultural Ad- 
justment Act, as amended, notwithstanding certain pro- 
visions of the Agreement with which such restrictions 
may occasionally be in conflict. Under the terms of the 
waiver the United States will submit an annual report to 
the Contracting Parties of actions taken under the waiver. 


It. was recognized that flexibility in the Agreement 
would be necessary to accommodate the desire of under- 
developed countries to promote their industrialization 
consistently with the GATT. The existing GATT article 
dealing with this problem was almost completely rewrit- 
ten and the result is a new article which would permit 
underdeveloped countries greater flexibility in modifying 
tariff rates and in imposing other restrictive measures 
Provision 
was also made in this article for the Organization to as- 
sure that the interests of other GATT countries which 
might be affected by such actions were adequately safe- 
guarded. 


when necessary for economic development. 


A resolution was passed recommending that countries 
endeavor to create conditions which would promote the 
flow of international capital between them, having regard 
in particular to the importance of providing for protec- 
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tion of existing and future investment, of avoiding double 
taxation, and of facilitating the transfer of earnings on 
foreign investments. 

Attention was also directed to the problem of export 
subsidies. New provisions were formulated that would 
require GATT countries not to use export subsidies on 
primary products so as to obtain for themselves more 
than a fair share of world trade. In the field of non- 
primary products, no new or increased export subsidies 
would be permitted under the amended GATT, and a 
re-examination of the problem would be held before the 
end of 1957 to determine whether existing export sub- 
sidies on nonprimary commodities could be abolished or 
whether the standstill could be extended for a further 
period. The present GATT provisions simply require 
countries to submit reports on their subsidies to the 
Contracting Parties. 

A resolution was also adopted providing that any 
country party to the Agreement which desires to dispose 
of agricultural surpluses should endeavor to avoid undue 
disruption of the world market in the commodities con- 
cerned. The resolution also recommends that countries 
disposing of such surpluses consult regarding their dis- 
posal with other principal suppliers of the commodities 
in order to contribute to the orderly liquidation of such 
surpluses. It was also recommended that whenever prac- 
ticable a GATT country desiring to liquidate a substan- 
tial quantity of strategic stockpiles should give advance 
notice of its intention to do so, and consult with any other 
GATT country which considers itself to be substantially 
affected by the proposed liquidation. 


Source: Department of State, Press Release, Washington. 


D.C., March 21, 1955. 


IBRD Loan to Australia 


The International Bank for Reconstruction and Devel- 
opment on March 18 made a loan of $54.5 million to the 
Commonwealth of Australia to finance imports of equip- 
ment for the development of agriculture, transportation. 
electric power, and industry. The Bank has arranged to 
sell $10.4 million of the loan, without its guarantee, to 
11 private banks in the United States—the largest num- 
ber ever to participate in such a transaction with the 
Bank. The amount being sold represents the first six 
maturities of the loan, which fall due from March 15, 
1958 through September 15, 1960. The 11 banks are 
Manufacturers Trust Co., The First National Bank of 
Boston, The First National Bank of Chicago, Bank of 
America, The Philadelphia National Bank, The Chemical 
Corn Exchange Bank, J. P. Morgan & Company, Inc., 
National Shawmut Bank, Brown Brothers Harriman & 
Co., The Pennsylvania Company for Banking and Trusts. 
and Empire Trust Company. 

This is the Bank’s fourth loan to Australia, and brings 
to $258.5 million the amount it has lent for the import 


of capital goods and equipment needed from the dollar 
area for development in various sectors of the economy 
of Australia. Goods imported with the proceeds of the 
loan will be used by farmers, private businesses, and Com- 
monwealth and State agencies. 

About $47 million of the loan has been allocated to 
agriculture and transportation. This will finance further 
imports of farm equipment and machinery, largely trac- 
tors, combine harvesters, hay balers, and other equip- 
ment for fodder conservation. Approximately half of 
the loan is for the purchase of equipment to improve 
transportation facilities, particularly road _ transport. 
Most of the railroad allocation will be used for the im- 
port of components for the manufacture of diesel electric 
locomotives and railcars. The loan will also pay for 
five four-engined aircraft to fill the immediate require- 
ments of Qantas Empire Airways, Ltd., Australia’s inter- 
national airline. 

The remainder of the loan (about $7.5 million) will 
be used to buy equipment for power plants and transmis- 
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sion lines and for manufacturing industries. The indus- 
trial equipment will be used in iron and steel production, 
food processing, mining, and automotive and general 
engineering industries. 

The loan is for a term of 15 years and bears interest of 
}°% per cent including the 1 per cent statutory commis- 
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sion charged by the Bank. 
March 15, 1958. 


Amortization will begin 


Source: International Bank for Reconstruction and Devel- 


Press Release, D.C.. 


March 18, 1955. 


opment, Washington, 


Issue of IBRD Canadian Dollar Bonds 


A new issue of $15,000,000 314 per cent Ten Year 
Canadian Dollar Bonds of 1955 of the International Bank 
for Reconstruction and Development is being offered by 
a syndicate of investment dealers and banks headed by 
Wood, Gundy & Company, Limited, Dominion Securities 
Corpn. Limited, and A. E. Ames & Co. Limited. The new 
issue is to mature April 1, 1965 and is offered at the price 
of 99 to yield about 3.37 per cent. The proceeds of the 
issue will be used in the general operations of the Bank. 

This is the third public offering of bonds made in 
Canada by the Bank, the first having been made in 1952 


Europe 
EPU Settlements for February 1955 


The February settlement operations of the European 
Payments Union, with total net monthly balances of 72.4 
million units (1 unit of account = US$1), showed a more 
balanced position than in January, when total net bal- 
ances of 89.5 million units were settled. Germany had a 
much smaller surplus in February (14.9 million units) 
than in the previous month (35.4 million units), and so 
did the Netherlands (15.4 million units against 25.6 mil- 
lion). On the other hand, Belgium’s surplus (17.9 million 
units) was considerably higher than that of January, and 
so was France’s surplus (17.3 million units). Other coun- 
tries with surpluses in February were the United King- 
dom (6.4 million units) and Turkey (0.3 million units). 

Italy registered the largest deficit for the month, 26.1 
million units. Denmark’s position was reversed from a 
small surplus of 1.3 million units in January to a deficit 
of 11.4 million units in February. Deficits were also 
recorded by Austria (12.6 million units), Sweden (11.6 
million units), Greece (4.0 million units), Norway (2.8 
million units), Switzerland (2.8 million units), and Portu- 
gal (1.1 million units). 

The February surpluses and deficits were settled 50 
per cent in gold or dollars and 50 per cent in credit, with 
the exception of those of France, Greece, and Turkey, 
which were settled fully in gold. As a result, the Union’s 
gold and convertible assets declined by 6.7 million units, 
to 421.5 million. The bilateral amortization payments to 
creditor countries totaled 5.1 million units in February. 
Source: Organization for European Economic Coopera- 

tion, Press Release, Paris, France, March 12, 


1955. 


and the second in 1954. Both these issues are now selling 
above the original offering prices. 

A sinking fund will be established commencing in 
1958 which will be sufficient to retire $3,500,000 principal 
amount of the bonds prior to maturity. The Bank will 
also have the option to redeem all or part of the remain- 
ing bonds prior to maturity at premiums ranging up to 
2 per cent of the principal amount. 

Source: International Bank for Reconstruction and Devel- 
opment, Press BG.. 
March 21, 1955. 


Release, Washington, 


Sterling Exchange Rates 


Sterling exchange rates were steady during the week 
ending March 22, the official spot rate being quoted in 
New York on that date at $2.7938, and transferable ster- 
ling at $2.7614. 

Source: The Journal of Commerce, New York, N.Y., 
March 23, 1955. 


Danish Repurchase from IMF 


The Danish Ministry of Finance announced on Febru- 
ary 25 that at the request of the International Monetary 
Fund approximately $11 million (equal to about DKr 76 
million) had been paid to the Fund to repurchase part of 
the Fund’s holdings of Danish currency. The Fund’s 
holdings of Danish currency, which originally amounted 
to 91 per cent of Denmark’s quota, were raised to 106 
per cent by Danish purchases of $10.2 million from the 
Fund in 1947-48. The repurchase in February reduces 
these holdings to 90 per cent. 

To cover the Danish equivalent of $11 million, the 
National Bank of Denmark has received DKr 62 million 
from the Ministry of Finance; the remaining DKr 14 
million has been drawn from the kroner funds held by 
the Fund with the National Bank. 


Source: Bgrsen, Copenhagen, Denmark, February 26, 


1955. 


Economic Developments in Denmark 


In the second half of 1953 economic activity began to 
rise in Denmark. The record harvest and easier credit 
policy sustained the rise in activity, which early in 1954 
resulted in an increased demand for imports. Higher 
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wages and salaries led to increased consumption which 
further increased the demand for imports. In the second 
quarter of 1954 the trade deficit was about four times 
that in the same period of 1953. The net foreign ex- 
change position of the central bank had begun to deteri- 
orate in October 1953 and by the end of June 1954 net 
reserves had fallen to DKr 23 million (against DKr 390 
million at the end of September 1953). In addition, the 
central bank had gold holdings of about DKr 215 million, 
which have remained virtually unchanged since 1947. On 
June 23, 1954, the discount rate was raised by 1 per cent, 
to 5% per cent—the highest since October 1939. How- 
ever, the fall in reserves continued and in September 
various corrective fiscal measures were adopted. At the 
end of October the net foreign exchange position of the 
central bank showed liabilities of DKr 257 million, indi- 
cating a deterioration of DKr 647 million in 13 months. 
The decline of reserves resulted in a very sharp reduction 
in private bank liquidity, and the Minister of Finance 
declared in his budget speech in November that credit 
policy at that time was the strictest since 1931. In the 
following three months reserves began to recover and by 
the end of January 1955 had risen by DKr 92 million. 
Activity remained high and the restrictive credit policy 
had not yet seriously affected building and investment 
activity as a whole, although new building had fallen by 
about 50 per cent. The Government wished to substitute 
further fiscal measures for restrictive monetary policy so 
that consumption rather than investment might be 
checked. There was a surplus of about DKr 300 million 
in the 1954-55 budget and a similar surplus in the budget 
proposed for 1955-56. According to the Minister of 
Finance, however, a surplus larger by possibly DKr 200 
million was necessary, with additional income to be raised 
from higher taxes on real estate and an adjustment of 
import duties on textiles. In February 1955 reserves 
began to fall again, and Denmark also carried out its 
obligation to repay DKr 76 million in U.S. dollars to the 
International Monetary Fund as a result of the rise in 
reserves in the period May 1953-April 1954. 

On March 12 the minority Social-Democratic Govern- 
ment submitted an extensive fiscal program aimed at 
reducing consumption. Without these measures, it was 
estimated that Denmark’s external liabilities might in- 
crease by a further DKr 400 million in 1955. The meas- 
ures are intended to increase government receipts by 
about DKr 400 million in each of the two following years. 
A 15 per cent tax on textiles is to yield about DKr 220 
million, and an increase in the price of gasoline of some 
18 per cent about DKr 95 million. Higher purchase taxes 
are also to be imposed on coffee, tea, movies, matches, 
mineral water, and ice cream, and railroad and bus fares 
and postal charges are to be increased. Milk subsidies 
are abolished, but children’s allowances are increased. 
The program was carried in the Folketing, 89 to 86, by 
the votes of the Social-Democrat and Radical parties, 
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supported by Professor Thorkil Kristensen, a former 
Liberal finance minister. In order to avoid further wage 
increases as a result of the effects of the new taxes on 
the cost of living index, it was decided to issue savings 
certificates to taxpayers to a total amount of about 
DKr 200 million. The certificates reimburse taxpayers 
for the greater part of the higher taxes on incomes under 
DKr 20,000. They carry 41% per cent interest, are tax 
free, and will be amortized in 1962-71. 


Sources: Statistiske Departement, Statistiske Efterretnin- 
ger, Copenhagen, Denmark, No. 1, 1955; Norges 
Handels og Sjefartstidende, Oslo, Norway. 
March 12, 14, and 15, 1955; The Economist, 
London, England, March 19, 1955. 


Finnish Economic Situation 


The government-appointed Economic Council has re- 
ported that the pressure on Finnish costs and _ prices 
is likely to increase still further during 1955. Among the 
factors which may be expected to raise costs and prices 
will be the increase in export earnings, the growing vol- 
ume of credit, increased investment activity, and finally, 
the budgetary cash deficit estimated at some Fmk 5 bil- 
lion. Although the threat to stability is not comparable 
with the inflationary pressures of earlier years, special 
measures must be taken to maintain equilibrium, and 
proposals are being prepared to this end (see this News 
Survey, Vol. VII, p. 279). 


Under present conditions Finnish industry seems likely 
to be able to market its expanding output without difh- 
culty. It is calculated that, on the basis of present prices 
and expected expansion of productive capacity, export 
earnings in 1955 will reach about Fmk 175 billion ($757 
million), compared with Fmk 157 billion ($680 million) 
in 1954. 


Source: Hufvudstadsbladet, Helsinki, Finland, March 1, 
1955. 


Italian Legislation on Gold Trade 


On February 11, 1955, the Italian Council of Ministers 
approved a bill exempting from turnover tax and customs 
duties imports and trade in gold, gold alloys, gold scrap, 
etc., as well as gold and silver coins, even if they are not 
legal tender in the countries issuing them. Trade in semi- 
finished and finished products of gold and platinum are 
to remain liable to tax. Purchases abroad and imports of 
gold remain a state monopoly and the relevant operations 
will continue to be conducted exclusively by the Officio 


dei Cambi. 
Source: 24 Ore, Milan, Italy, February 12, 1955. 


Middle East 
Egyptian Pound Quofations 


The averages of published percentage premiums in 
February 1954 and February 1955 for sterling, the U.S. 
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dollar, and the deutsche mark in Cairo in the “import 
entitlement accounts” were as follows: 


February February 


1954 1955 

(per cent) 
Sterling 5.375 7.531 
U.S. dollar 8.163 9.500 
Deutsche mark 8.467 7.274 


The averages of published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 


February February 


1954 1955 
Beirut (in Lebanese pounds 
per Egyptian pound) 8.56 $.03 
Ziirich (in U.S. dollars per 
Egyptian pound) 2.63 2.55 


Sources: Al Ahram, Cairo, Egypt. various issues. 


Egyptian-Indonesian Trade Relations 


Under trade and payments agreements between Egypt 
and Indonesia, which were signed on March 2, the two 
countries will endeavor to strengthen their trade rela- 
tions and afford each other most-favored-nation facilities. 
The payments agreement provides for the opening by the 
Bank Indonesia of a special account in the name of the 
National Bank of Egypt. A similar account will be opened 
by the latter bank in the name of the Bank Indonesia. 
Payments between the two countries are to be conducted 
through these two accounts, but payments may also be 
made outside these accounts with the approval of the 
authorities concerned in each country. Balances exceed- 
ing LE 150,000 are to be paid upon request either in 
sterling or in any other currency acceptable to the 
creditor bank. Outstanding balances are to be settled 
at the end of each year unless otherwise agreed by the 
creditor bank. A joint committee will meet whenever 
the permitted indebtedness limit is reached, to agree 
on methods of settling the outstanding balance. The agree- 
ments are valid for one year, and are automatically re- 
newable in the absence of three months’ notice by either 
party. Egypt will export raw cotton yarn and textiles, 
phosphates, industrial products, Arabic books, and cement 
to Indonesia, and will import spices, tea, coffee, leather, 
wood, and rubber. 


During the first ten months of 1954 Egypt exported to 
Indonesia goods valued at LE 93,000 and imported goods 
valued at LE 344,000. After the agreement was signed, 
Egyptian cotton yarns valued at LE 0.5 million were 
purchased by Indonesia. 


Sources: The Egyptian Economic and Political Review, 
February 1955, and Al Ahram, March 1 and 3, 
1955, Cairo, Egypt. 
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Saudi Arabian Silver Coinage and Silver Prices 


An agreement is reported under which Mexico will 
mint and sell to Saudi Arabia silver coins equivalent to 
between 14.5 million and 17 million ounces of silver. 
Saudi Arabia purchased about 23 million ounces of coin- 
age silver from Mexico in 1952. The latest acquisition 
seems likely to make Saudi Arabia this year the second 
largest silver consuming country in the world for new 
coinage, exceeded only by the United States, which will 
probably use some 55 million ounces for this purpose. 

The withdrawal of the Bank of Mexico (whose hold- 
ings of silver at the end of 1954 were estimated at about 
35 million ounces) as a supplier in the New York market 
several days before the Saudi Arabian purchase is re- 
ported to have been in part responsible for the rise of 
41% cents per troy ounce in the New York price of foreign 
silver on March 15. This was the first price change in 
more than two years, and brought the market price to 
8934 cents. At the same time, supplies were affected by 
the reduced output of Mexican refined silver, and a lack 
of silver from Japan and Russia. 


Sources: The Times, London, England, March 14, 1955; 


The Wall Street Journal, New York, N.Y.., 
March 16, 1955. 
Far East 


U.S. Loan fo India 


A loan of $45 million to India, the largest negotiated so 
far under the provisions of the Mutual Security Act, was 
announced by the U.S. Foreign Operations Administra- 
tion on March 22. The loan is part of the FOA’s $60.5 
million development assistance program for India in the 
current fiscal year, and is coordinated with the Indian 
Five Year Development Plan. 

The program of U.S.-Indian economic cooperation be- 
gan in January 1952, and the U.S. Congress has since 
that date made $260.1 million available to India. The 
development assistance funds planned for this year will 
be used to acquire wheat, cotton, steel, fertilizers, rail- 
way rolling stock and equipment, and supplies for malaria 
control. 

The loan is repayable over a period of 40 years. Pay- 
ments are to begin on September 30, 1958, in Indian 
rupees calculated at the effective exchange rate on the date 
of repayment, with interest at 4 per cent, or in U. S. 
dollars, in which case the interest rate will be 3 per cent. 


Source: Foreign Operations Administration, Press Re- 


lease, Washington, D. C., March 22, 1955. 


Introduction of Exchange Certificates in Taiwan 


To encourage exports and to improve the balance of 
payments, which has been unfavorable in recent months, 
the Taiwan Government on March 1, 1955 adopted new 
exchange measures. The Bank of Taiwan’s buying rate 
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is still maintained at NT$15.55 per US$1. Private ex- 
porters, however, will be given the benefit of an exchange 
certificate at a rate depending on the kind of export. The 
same regulations apply to inward remittances other than 
the receipts of government agencies. The exchange cer- 
tificate, which is valid for 60 days, may be sold to the 
Bank of Taiwan or in the free market at a rate fixed by 
the Committee on Foreign Exchange Certificates. The 
exchange certificate buying rate announced by the Bank 
of Taiwan on March 1, 1955 was NT$21.55 = US$1. 
Government agencies, public enterprises, and private 
traders may purchase foreign exchange from the Bank of 
Taiwan, after applications for it have been approved, at 
the Bank’s selling rate plus 20 per cent defense tax. 

The new regulations also provide for the fixing of floor 
prices and the establishing of standard grades for all 
export commodities. Before applying for foreign ex- 
change, importers are required to state the ceiling whole- 
sale prices of their imports. A traveler may import or 
export a total of NT$500; under the old regulations the 
export of NT$1,000 was permitted, and imports of Taiwan 
currency were unrestricted. 

Sources: The China News, Taipei, Taiwan, March 1, 
1955; The Journal of Commerce, New York, 
N. Y.. March 11, 1955. 


Japan's Stockpile Index 


After reaching their highest point in July 1954, pro- 
ducers’ stockpiles in Japan began to decrease. According 
to an announcement by the Ministry of International 
Trade and Industry on March 9, the producers’ stockpile 
index in mining and manufacturing industry at the end 
of January was 152.8 (1950 = 100), which is 1.4 per 
cent less than in December 1954, 4.3 per cent less than 
the monthly average for 1954, and 19.7 per cent less than 
the peak in July 1954. 

Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, March 12, 1955. 


Indonesian Domestic Bond Issue 


With the completion of the subscription to the second 
tranche of Rp 50 million, the 15-year bond loan of Rp 100 
million issued by the Indonesian Bank Industri Negara 
has been fully subscribed. The first tranche of this loan 
was issued on May 1, 1954. The loan, guaranteed by the 
Government and bearing 3 per cent tax-free interest, is 
to be utilized to finance housing for certain groups of 
the population, e.g., public officials. Annual repayments 
of the loan are to begin on March 1, 1955. Full or partial 
redemption in advance is permitted at any time after 
March !, 1955, subject to two months’ notice. 

Source: De Maasbode, Rotterdam, Netherlands, Decem- 
ber 20, 1954. 
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United States and Canada 
U.S. Foreign Trade 


In 1954 U.S. nonmilitary merchandise exports in- 
creased by $0.5 billion to $12.8 billion and U.S. imports 
decreased by $0.7 billion to $10.2 billion. Net private 
investments abroad increased by $1.2 billion, and foreign 
aid declined by $0.7 billion. The rate of accumulation of 
foreign dollar reserves was reduced to about $1.5 billion. 

Exports increased mainly to Europe (by about $400 
million) and to Latin America, chiefly Brazil and Co- 
lombia (by $200 million). Decreases in imports were 
greatest for raw materials such as metals, rubber, and 
wool, which were affected by the decline in U.S. industrial 
output. These imports declined by between 20 and 30 per 
cent. As a result of higher prices, the value of petroleum 
imports increased by about 7 per cent. The value of 
foodstuff imports remained fairly stable, the effects of a 
reduced volume of coffee and cocoa imports being largely 
offset by substantial price increases. 


Source: The Journal of Commerce, New York, N. Y., 
March 15, 1955. 


U.S. Industrial Production in February 


Industrial production in the United States continued 
to increase in February. The seasonally adjusted index 
rose 2 points above January, to 133 per cent of the 
1947-49 average. The index stood at 125 a year ago and 
at 137 in mid-1953. Metals and automobile output in- 
creased substantially in February, and steel production 
in early March rose to 92 per cent of capacity, with a 
tonnage rate close to the record of early 1953. Output 
of household durables rose somewhat in February; partly 
as a result of this upward trend, activity in the non- 
electrical machinery industries has increased considerably 
since December. Nondurable goods output in February 
almost reached its earlier peak, as production of rubber, 
paper, chemicals, and petroleum continued to increase. 


Source: Board of Governors of the Federal Reserve 
System, National Summary of Business Condi- 
tions, Washington, D. C., March 15, 1955. 


U.S. Plant and Equipment Expenditures 


In contrast to a 5 per cent decline in plant and equip- 
ment outlays in 1954, businessmen expect to increase their 
spending by one per cent in 1955, to a total of $27,063 
million. These outlays are expected to start rising in the 
second quarter of this year, after an 18-month decline. 
Total outlays for the year are expected to rise despite 
continuing declines in manufacturing (3 per cent), min- 
ing (8 per cent), railroads (11 per cent), and nonrail 
transportation (1 per cent). Declines in these industries 
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would be more than offset by increases in public utilities 
(4 per cent) and commercial construction (7 per cent). 
In manufacturing, the auto industry expects to reduce 
sharply its heavy 1954 investment program; among non- 
durables, the largest reductions are expected in the textile 
and food industries. The expected increase in public 
utility expenditures is attributed to a rise in gas com- 
pany outlays for new pipelines; in commercial construc- 
tion, the expansion will occur largely in new stores for 
shopping centers and extensive store modernization pro- 
grams. 


Source: The Journal of Commerce, New York, N. Y., 
March 15, 1955. 


Canadian Corporation Profits 


Corporation profits in Canada during the first nine 
months of 1954 were $967 million after taxes, or 10.6 
per cent less than in 1953. In the third quarter, however, 
the decline from the previous year was only 5.1 per cent. 
Profits increased in mining, nonmetallic minerals (in- 
cluding oil), and finance, but all other industrial groups 
showed decreases; the largest decreases were in non- 
ferrous metals, iron and steel, textiles, and wholesale 
and retail trade. In the first nine months of beth 1953 
and 1954 income taxes were estimated at 46 per cent of 
profits before taxes. 


Source: Dominion Bureau of Statistics, Weekly Bulletin, 
Ottawa, Canada, March 18, 1955. 


Latin America 


Cuban Loan for Municipal Works 


A 14 million peso loan to Havana’s municipal govern- 
ment has been subscribed by the Banco Nufes through 
the Nacional Financiera. This loan will be used for the 
construction of a new Cuenca Sur Aquaduct to serve the 
water needs of Havana. The total cost of the project is 
14.5 million pesos, the balance of 500,000 pesos being 
contributed by an associated enterprise, the Albear Aqua- 
duct. Additional credits, if needed, will be included in 
an extraordinary municipal budget. 


Source: Diario de la Marina, Havana, Cuba, March 2, 
1955. 


Economic Conditions in Guatemala 


The economic situation in Guatemala improved notice- 
ably in January. A second U.S. oil company has begun 
exploratory activity under provisional regulations issued 
late in 1953; a draft petroleum law is in preparation and 
is expected to be issued soon. At the end of January a 
contract was let to a U.S. company for the Pacific slope 
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highway, and 700 workers are to be added to the project 
immediately. 


Lower prices for coffee, however, unusually slow sales. 
and reports that the 1954-55 coffee harvest would be 
smaller than previously expected have caused some con- 
cern. On the other hand, a U.S. company which has not 
previously operated in Guatemala has begun to export 
bananas which are purchased from independent produc- 
ers, and accumulated stocks of chicle have been sold. The 
entire 1954-55 chicle crop also has been contracted for. 
Exchange reserves at the end of January were only $6 
million less than a year before, despite the fact that 
new-crop coffee exports in the October-January period 
were down $9 million. 

In response to a shortage of corn, arrangements have 
been made to import additional supplies and to expand 
local production. The Association of Agricultural Pro- 
ducers has purchased 150,000 bushels from Mexico for 
its members, and the government-owned Development 
Institute (INFOP) also arranged to purchase 180,000 
bushels in Mexico to be resold as needed. The Directorate- 
General of Agrarian Affairs has begun production of a 
further 180,000 bushels on some of the nationally owned 
farms, financed by a loan from the National Agrarian 


Bank. 


Revenues during the first half of the fiscal year July 
1954-June 1955 were slightly better than in 1953, and 
expenditures were lower. For 1954-55 as a whole, rev- 
enues are expected to cover expenditures. Receipts from 
the special one-time tax levies, designed to meet special 
circumstances arising out of the political turnover last 
summer, were lagging, however. 


The Bank of Guatemala has announced the continua- 


tion of the present pattern of rediscount rates, which are 
designed to direct credit into desirable economic activities. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., March 21, 1955. 


Coffee Processing Plant in El Salvador 


On February 24, 1955 the construction of a soluble 
(instant) coffee plant started in San Salvador. The plant 
is expected to be in operation by December 1955, and 
will have an annual capacity of approximately 40,000 
bags of green coffee (1 bag = 69 kilograms). Fifty per 
cent of the company’s capital of $1.3 million is owned by 
Salvadoran interests and 50 per cent by U.S. interests. 
Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., March 14, 1955. 


Increased Freight Rates in Peru 


The West Coast South American Northbound Confer- 


ence has announced increases in freight rates of 30 per 
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cent (from $27 to $35 a ton) on canned fish and of 20 
per cent (from $10 to $12 a ton) on minerals and concen- 
trates exported from Peru. These increases have been 
justified by the Conference by reference to high operating 
costs in Callao and increased wage rates for longshore- 
men and merchant seamen. Both the fishing industry 
and the mining industry have complained that the in- 
crease in rates will damage their competitive positions, 
and a bill has been submitted to the Chamber of Deputies 
which would. require the use of Peruvian ships for at least 
50 per cent of Peru’s exports. 


Source: /nca Features, Lima, Peru, February 28, 1955. 


Peruvian Petroleum Prices 


The Peruvian Government authorized, effective Janu- 
ary 21, 1955, a price increase for residual fuel oil from 
80 centavos a gallon to 1.01 soles. Consumption of 
residual fuel oil in Peru has been increasing in recent 
years, and a deficit of 2 million barrels in local production 
is anticipated for 1955. (Total estimated demand is 5.3 
million barrels.) The price has been increased in order 
to bring to an end the government expenditures resulting 
from the commitment, assumed on September 20, 1954, 
to subsidize residual fuel oil by paying the difference 
between local production costs and the landed cost of 
imported oil, on all residual fuel oil required to be im- 
ported after that date. A general revision of prices of 
petroleum and petroleum products, also authorized by 
the Peruvian Government on September 20, 1954, resulted 
in an average increase of 29 per cent. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., March 14, 1955. 


Other Countries 


Australian Import Restrictions 


The Australian Government has announced a signifi- 
cant increase in import restrictions, effective April 1, 
1955. Current quotas of goods in Category “A” will be 
reduced by 15 per cent and of goods in Category “B” 
(i.e., less essential goods) by 334% per cent. Over-all 
spending on goods in the administrative category will 
be decreased by 20 per cent and goods now admitted free 
of quota restrictions will be brought under quota control. 
Moreover, as a precautionary measure, licenses covering 
non-dollar goods will be issued, from April 1, on a quar- 
terly instead of on a six-month basis. Imports from the 
dollar area, it was stated, will continue, as at present. to 
be controlled within a quarterly budget. 

As a result of the increased restrictions, Australia can 
now import only 85 per cent of the value of Category “A” 
goods imported in the base year 1950-51 and only 40 
per cent of Category “B” goods. The Government em- 


phasized that the increased restrictions had been made 
necessary by the balance of payments deficit which has 
appeared in the financial year 1954-55; they were not 
intended as a substitute or an adjunct to protective tariffs. 
During the eight months ended February 1955 there was 
a trade deficit of £A 40.3 million, compared with a sur- 
plus of £A 135.1 million in the same period a year earlier. 
External reserves were still in a healthy state, but ob- 
viously they could not remain so if they were to continue 
to fall as they had over the past twelve months. As 
there was an average lag of six months or more between 
the time of issuing an import license and the arrival of 
goods in Australia, the effect of the restrictive measures 
would not be felt in reduced imports until the next finan- 
cial year was well advanced. The Government’s aim was 
to get rid of import restrictions, but the present high rate 
of development in Australia of necessity put a strain 
from time to time on its balance of payments and this 
strain had been intensified by less favorable trends in 
its principal export markets. 

Sources: The Journal of Commerce and The Wall Street 

Journal, New York, N. Y., March 22, 1955. 


Dollar Earnings in Jamaica and the Bahamas 


Jamaica’s dollar earnings from exports in 1954 may 
reach the record total of approximately £11 million. 
Current dollar imports are more than three times as 
large as ten years ago, but the difference in 1954 be- 
tween Jamaica’s dollar imports and dollar earning ex- 
ports is expected to be small. Bauxite exports are largely 
responsible for this improvement in Jamaica’s position. 


The net dollar earnings of the Bahamas in 1954 were 
$6,215,000, compared with $4,016,000 in 1953. During 
December, dollar imports accounted for $1,366,000, out 
of a total dollar expenditure of $2,074,000. Dollar re- 
ceipts in that month amounted to $1,998,000, including 
$1,160,000 from private and company inward remittances 
and $750,000 from tourist expenditure. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, February 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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